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Use Your Town Crier! 


Local advertising—consistently used—can pay 
off for insurance agents as this expert explains 


By Franklin E. Schaffer 


i advertising can pay off for you as an insurance 
agent. That may not sound like such a startling 
statement, but you’d be surprised how many people in 
the insurance business have a blind spot on the sub- 
ject. Advertising is fine for the butcher, the baker, the 
candlestick maker—but it won’t work for us insurance 


men! 

That opinion has been voiced in print by some 
extremely important and otherwise astute insurance 
leaders, in the teeth of at least one overpowering piece 

] 
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of evidence: the fantastic success 
story of the direct writers. Unlike 
Horatio Alger, the direct writers 
didn’t get rich by marrying the 
boss’s daughter—they did it by ad- 
vertising. 

That's one misconception about 
advertising I'd like to set the rec- 
ords straight on. Another miscon- 
ception is at the opposite extreme: 
that is, the woolly notion that 
advertising will work miracles. 
Advertising men are generally at- 
tributed with this blue-sky atti- 
tude, but I have yet to meet a 
responsible adrean from whom 
you could extort such a statement, 
even under duress—like when he’s 
making a speech. If you expect 
miracles, don’t advertise or you're 
sure to be disappointed. 

Another stumbling block is the 
idea that advertising will pro- 
duce direct sales for you. The 
very nature of the insurance busi- 
ness and of the American Agency 
System makes such an idea pre- 
posterous. Advertising will stim- 
ulate people’s interest, get them 
pre-sold on your services, lead 
them to write, phone or call on 
you. But you are still the ultimate 
salesman. Even the Allstate coun- 
ter-man has to sell his prospects 
once the advertising has lured 
them to his den between the tires 
and the toilet seats in the store 
basement. 

While I'm stepping on miscon- 
ceptions, here’s a beaut: “Long 
copy is bad.” That’s in the cate- 
gory of black cats and crossing 
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under ladders. Some of the most 
effective ads and sales letters of 
all time have been long ones. 
One of the biggest pulling sub- 
scription letters Fortune maga- 
zine ever used was ten pages long! 
The truth is, an ad should be 
long enough to make its point 
effectively. 

One last misconception to 
throw in the garbage: “Never use 
a negative approach.” This has 
been disproved by such slambang 
campaigns as “B. O.,” “Pink 
Toothbrush,” “They Laughed 
When I Sat Down to Play.” A 
negative approach is bad if it de- 
ters the reader from employing 
your services; it’s dandy if it con- 
vinces him. As a matter of fact, 
an organization that does a lot of 
depth research on advertising 
points out that the worst read 
ads are those showing people who 
are meaninglessly happy 

And speaking of negative ap- 
proaches, so far I've been using 
one. But I wanted to start by 
cleaning out some of the old 
wives tales on advertising. 

Now Id like to cover 
more constructive points. Such as: 

... How to plan your ad- 
vertising. 

... How much to spend on 
your local advertising. 

... How to select the media 
that will prove most efficient 
for you. 

... How to use research stud- 
ies on insurance advertising 
for your own advantage. 


some 
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And then Id like to close with 
a few cases of successful adver- 


USE YOUR TOWN CRIER! 
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tising by insurance agents, and 
show why they were successful. 


Step 1: Survey your individual advertising needs. 


First set a realistic goal for 
yourself in terms of what you ex- 
pect your advertising to accom- 
plish. Determine what type of 
business you particularly want to 
get—such as homeowner, automo- 
bile, commercial—and what is the 
particular audience you are try- 
ing to reach. Factors that will 
affect your advertising include the 
size of your town, the size of your 
own agency, the type of adver- 
tising media available in your lo- 
cality, the type of audience which 
comprises your potential custom- 
ers, the degree to which you may 
be losing business to your com- 
petition. 


Step 2: Based on your needs, set up an annual budget. 


As a rule of thumb, plan to 
spend a minimum of 3% of your 
commission income on all adver- 
tising—including your contribu- 
tion to the national program. This 
figure is based on surveys that 
have been made of agents’ adver- 
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tising budgets. 

The recent survey conducted 
by the NAIA showed that in New 
York State the average agent 
spent 3.4% of his commission in- 
come on advertising, and in Con- 
necticut the figure was 2.7%. 
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Step 3: Select the media that will do you the most good. 


This again will vary widely 
from area to area. It may be that 
newspapers are the best medium 
for advertising in your commu- 
nity. Or it may be that the higher 
expense of newspaper advertising 
in your locale would indicate that 
you should concentrate on re- 
minder advertising (key chains, 
blotters, calendars, etc.) to get 


the most for your money. 


Step 4: Get local advertising experts to help your campaign. 


If you cannot get a local ad- 
vertising agency to help you, get 
assistance from the media you 
use. For example, if you use news- 
papers, the newspaper advertising 


manager will be glad to help you 
plan aud place your advertising. 
The same is true of the advertis- 
ing manager of your local radio 
or television station. 


Step 5: Repeat your advertising throughout the year. 


The most effective advertising 
is continuing rather than sporadic. 
This is one reason for establish- 
ing an annual advertising budget. 
By spacing your advertising 
throughout the year you will con- 
tinually remind the public of your 

Step 6: Plan the timing of 

Timeliness is a vital asset in any 
advertising. Have your local ad- 
vertising coincide with the nation- 


name and services. Also, repeat 
the same ideas and even the same 
ads several times during the year. 
Sometimes the fourth or fifth im- 
pression of an ad—or of a selling 
point—is the one which actually 
convinces the reader. 


your advertising carefully. 


al advertising. If you can relate 
your message to some local or 
seasonable event, that is better. 


Step 7: Use the National Association seal and the national 
advertising themes as often as possible. 


By doing this vou benefit di- 
rectly from all the national ad- 
vertising and so reinforce your 


own advertising. Every portion of 
your personal advertising pro- 
gram should use the NAIA seal. 


Step 8: Personalize your advertising. 


A wealth of material is avail- 
able to every agent who contrib- 
utes to the program. This mate- 
rial should serve as a springboard 
for your promotional efforts. If 
you are advertising now, simply 


work the NAIA material into your 
regular advertising. Use ideas 
and promote policies which are 
especially appropriate in your 
area. For example, in a rural com- 
munity stress farm insurance. 
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Samples of some of the tie-in materials furnished partici- 
pants in the NAIA advertising campaign. This article was 
an address delivered before the Advertising Workshop at 
NAIA convention. 


Step 9: Take advantage of some of the material provided by 
your companies. 

Use material that can be per- the direct mail folders and letters, 
sonalized with your imprint and can be effective if personalized. 
the National Association seal. Work these promotional pieces 
Much of this material, particularly into your advertising program. 

Step 10: Follow up all your advertising with personal calls. 

The National Association ad- agent. 
vertising and your local advertis- Of course you will still have to 
ing together will help pre-sell the develop leads yourself. Your per- 
public on the advantages of do- sonal follow-up will always be 
ing business with an independent needed to make the sale. 
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When planning your individual 
advertising, it might be helpful 
to think of different media in 
terms of their relative cost. Some 
types of media are relatively in- 
expensive and could be included 
in the promotional program of 
even the smallest agency. Others 
should be used only by an agent 
or local association prepared to 
invest a more substantial amount 
on advertising. 

Here is a general comparison 
of the relative costs of different 
media: 

Least expensive—telephone di- 
rectory, display. 

Relatively inexpensive—direct 
mail, reminder. 

Relatively expensive—newspa- 
per, outdoor billboards and post- 
ers, radio. 

Most expensive—television, na- 

tional magazine. 
These are, of course, generaliza- 
tions; any particular advertising 
medium in a particular area may 
not conform to this pattern. 

Let me cite two quick research 
studies on the subject of insur- 
ance advertising. Both were con- 
ducted at substantial expense; 
both produced much valuable in- 
formation. You can use this in- 
formation as you see fit. 

First, the Casualty Bureau Sur- 
vey conducted in 1956. When 
asked to tell what were the de- 
termining factors in buying auto- 
mobile insurance, the people in- 
terviewed indicated that cost was 
of prime importance. Second most 
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important factor was “Service.” 
But by service, what the average 
respondent meant was the prompt 
settlement of claims. Now that’s 
valuable information; if I were an 
agent I'd harp on that in all the 
advertising I did. 

The second insurance study was 

one conducted for State Farm in 

954. This survey, oddly enough, 
pointed up many things which 
would indicate that the public is 
happier buying insurance through 
independent agents. Let me quote 
from this report: 

“Let us consider one of the 
main conclusions: that the com- 
pany must sell more than price. 
A tew of the many things which 
supported this conclusion will be 
cited here for purposes of illus- 
tration. There was the point that 
while people are interested in 
cost, they first of all are buying 
a guarantee which they find dif- 
ficult to evaluate. Hence, they 
want assurance that a company 
can be depended upon to pro- 
vide both the protection against 
financial loss and the emotional 
support they seek. The latter has 
to do with the feeling by the in- 
sured person that he is not alone 
in facing uncertainties, but that 
someone will be on his side in the 
event of trouble. Several reasons 
were given as to why people find 
it difficult to evaluate the promises 
an insurance policy represents. 
They feel that they cannot really 
understand insurance and its com- 
plex language. In addition, they 
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tend to be suspicious because of 
stories they have heard about 
companies not paying off because 
of unsuspected technicalities. 

“Hence, the need for assurance 
is especially great. The study 
showed that price is used to some 
extent as a gauge of quality, and 
that cheap insurance is suspect. 
Exclusive use of a price appeal, 
then, might be ineffective. In 
seeking assurances, people ask 
others about their experiences be- 
cause they believe that only ex- 
perience will really reveal wheth- 
er a company will keep its prom- 
ises. This helps to explain why 
word-of-mouth was found to be 
such an important medium of in- 
formation.” 

Again, if I were an agent, I'd 
hammer home on some of these 
fears to show why people should 
buy from me, an independent 
agent. 

Here’s another quote from the 
same State Farm study: 

“A striking example was the 
point that people who turn to 
their insurance agents after an 
accident often are emotionally up- 
set. Their need for emotional 
support as well as other assistance 
and the implications of this for 
the agent had not received de- 
tailed attention in the past.” 

Let me cite five quick cases of 
individual agents who have con- 
ducted successful local advertis- 
ing. Each case has its own moral, 
too. 

CASE NAIA 


ONE: president, 
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Archie Slawsby, experienced an 
insurance agent's nightmare earli- 
er this year when his agency 
burned down. Archie turned this 
disaster to good advantage in a 
series of local newspaper ads 
pointing up the need for ade- 
quate insurance. Large-space ads 
like this one: 
“Are you fully insured? We 
are! 
(We 
preach ).” 
Another ad he ran asked eight 
pertinent questions such as 
“Who pays for the Overtime?” 
“Who pays for duplicating 
records?” 
—with a punch line at the bottom 
which read: “If you think your 
regular fire insurance policies do 
youre wrong!” Believe me, 
his ads got a lot of attention lo- 
cally. 

The moral here is simple: Cap- 
italize on current local events of 
interest to make your advertising 
more effective. 

CASE Two: An agent in New 
Jersey has been trying out a num- 
ber of different types of media, 
and also different types of sales 
ideas to see which have the great- 
est pulling power. He’s now con- 
vinced that in his area, the best 
way to get leads is through di- 
rect mail. He tried three different 
approaches, each time with a 
mailing to 1,600 prospects. 

First he tried an approach 
based on Increased Limits for 
automobile insurance, which pro- 


practice what we 
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duced 19 replies. This is below 
average for direct mail, but sev- 
eral were Allstate policyholders. 
Next he offered the “8 Facts” 
booklet from the 1959 NAIA Tie- 
in Kit, and received 85 replies— 
an above average return. Finally 
he offered a “Household Inven- 
tory” folder provided by one of 
his companies. Result: 172 replies, 
for a spectacular return to 11%. 
Moral: Successful advertising is 
the result of trial and error to dis- 
cover what works best for you. 
CASE THREE: An agent in Texas 
spends a substantial amount on 


advertising each month over tele 
vision and radio. Over the past 
two years alone, this advertising 


has produced 4,500 new custom 
ers! For most of this period he 
has concentrated on the one sell- 
ing idea which proved most fruit 
ful: premium budgeting. 

Moral: Once you learn 
works for you, concentrate all 
your advertising on this approach. 

CASE FouR: A young agent in 
Virginia, who is just getting start- 
ed, has gone after assigned risk 
business in local radio and news 
paper advertising. Special circum 
stances in his state make this 
business profitable for the agent. 
The approach he used is “Are 
You Having Trouble Buying In- 
surance? Now, you 
would not go after assigned risk 
acounts, but this agent has more 
than paid for his advertising in 
business resulting directly from 
this approach. 


whut 


most of 


Moral: What's sauce for the 
goose may not be sauce for the 
gander—in advertising a unique 
approach is often fruitful. 

CASE FivE: A California agent 
has been advertising consistently 
in newspapers for ten years with 
increasing success. Most of his ads 
are in the form of questions with 
a large, dramatic question mark 
which has become his special 
property, so much so that when- 
another advertiser uses a 
question mark this agent can 
count on some of his customers 
calling up to tell him someone is 
using this trade-mark! One of his 
most effective ads has this head- 
line: 

“When You Buy Your Car In- 
surance, Are You Buying A 
Cancellation Notice With Your 
First Accident?” 


ever 


During this ten-year period, his 
agency has increased ten-fold; he 
attributes much of this growth to 
advertising. But he points out 
that the effect of his advertising 
has been cumulative, and that it 
is much more successful today be- 
cause of the advertising he has 
done in the past. 

Moral: Advertising has a cumu- 
lative effect and so the best ad- 
vertising is continuing. 

Local advertising can pay off 
for your. It will pay off if you plan 
it intelligently, test out the media 
and approaches that work best in 
area, and continue adver- 
tising regularly over the years. 


your 





Lawyers Can Be Sued, Too! 


Professional 


liability 


insurance is 


essential 


for all 


attorneys 


today 


By J. O. HONEYWELL 


To no market for such a 
policy.” “Never heard of a 
claim being made against a law 
yer.” “Lawyers bury their mis- 
takes deeper than doctors.” These 
and many other comments like 
them were among the answers re- 
ceived from a nationwide survey 
in 1945 to try to ascertain if there 
was a real need for professional 
liability insurance for lawyers. 
How wrong these thoughts were! 
The legal profession was eager 
for a form of protection that had 
long been available to the medi- 
cal fraternity. In the 14 years that 
lawyers professional liability in- 
surance has been written, there 
probably have been more claims 
settled for insured lawyers than 
for insured physicians and sur- 
geons. The thousands of claims 
that have been handled are varied 
indeed. They run the gamut of all 
the services a lawyer performs o: 
fails to perform for a client. 
Immediately one thinks of the 
faulty title opinion or of letting 
a statute of limitations run, but 
there are innumerable other types 
of cases. It is surprising the num- 
ber of claims that arise out of 
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wrong tax information or account- 
ing. One insurer had to finance a 
special election to vote a new 
school bond issue. The original 
issue had been passed on by the 
insured attorney as valid when 
actually it did not meet all statu- 
tory requirements. 

Very seldom do lawyers lia- 
bility cases get into the courts. 
The nature of the insurance ex- 
plains this. The claimant is the 
insured’s client, and often a val 
ued one. An insurer of profes- 
sional liability endeavors to do 
everything possible to save the 
insured publicity and embarrass- 
ment. 


Tue aura of “professional im- 


munity” that from time imme- 
morial has afforded some protec- 
tion for doctors and lawyers is 
fast disappearing from our system 
of jurisprudence. Articles of one 
kind or another in today’s leading 
popular magazines have alerted 
the public—claimants and juries 
alike—to all forms of malpractice. 
When all does not go well, the 
first thought of the injured is to 
look somewhere for damages. 
Lawyers, like doctors, now have 
to cope with a more enlightened 
clientele who are endeavoring to 
salvage from any available quar- 
ter some recompense for a loss 
sustained. 

Then too, there are many cir- 
cumstances that would be over- 
looked or forgiven if the lawyer 
had to stand the loss himself but 
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which are made the subject of a 
claim if there is insurance to pay 
the loss. The law of probability 
takes “judicial notice” of the fact 
that insurance breeds claims. 
This, no doubt, is the explanation 
for the progressively increasing 
claim frequency and an ascend- 
ing loss ratio. The average prac- 
ticing lawyer today considers pro- 
fessional liability insurance essen- 
tial. 

Lawyers liability insurance was 
developed and first written in this 
country by a member of the Na- 
tional Bureau of Casualty Under- 
writers. The National Bureau did 
not at first assume jurisdiction, 
but was willing to have a mem- 
ber company—on its own—pilot 
this form of coverage and work 
out the “bugs” that are always 
to be found in new ventures. Af- 
ter 14 years of trial and error the 
accumulated underwriting and 
loss experience was made avail- 
able to the National Bureau. In 
November 1958 the Bureau took 
jurisdiction and appointed a spe- 
cial committee to work with the 
Bureau staff and establish a stand- 
ard program. 

This action could be likened to 
what was done in 1952 with re- 
spect to professional liability in 
surance for physicians, surgeons 
and hospitals. A few member 
companies had been writing medi- 
cal malpractice on their own for 
many years but the time had ar- 
rived when in the interest of all 
concerned there should be a con- 
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solidation of ideas and experi- 
ence. Not only was this good 
for the industry but it was like- 
wise good for the medical pro- 
fession. Today the National Bu- 
reaus program is recognized 
being the standard for all medical 
malpractice insurance. 

On July 15, 1959 the National 
Bureau's program for lawyers be- 
came effective in most states. It 
is predicted that in short order 
this program will be recognized 
as the standard for the legal pro- 
fession. The new form is far su- 
perior to that which has been 
previously written by any com- 
pany. 

The specter of pyramiding lim- 


its on large law firms having 


many partners haunted the de- 
signers of the original form. Law- 
yers, far more than doctors, prac- 


tice as partnerships. Not only 
might there be more than one 
partner involved in the same pro- 
fessional service, but all partners 
have a liability for the acts or 
omissions of any one partner. 
Claims brought jointly and sever- 
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ally against all the partners could 
pyramid the policy limits to as- 
tronomical proportions if each 
partner had his own separate 
limit of insurance. Lawyers pro- 
fessional liability being new to 
the industry, reinsurers were at 
first quite wary. This had much 
to do with the shaping of the 
original policy form. 

The simplest plan was adopted. 
That was to have one single pol- 
icy limit applicable to the en- 
tire exposure. This limit dimin- 
ished with each incurred loss. 
When there was only one insured, 
such a plan worked, but for 
large firms it left much to be de- 
sired. A policy written for a $50,- 
000 limit gave that much cover- 
age and no more regardless of 
whether the policy applied to the 
acts or omissions of one lawyer 
or a dozen. All members of a 
partnership had to be insured un- 
der the one policy. No one indi- 
vidual partner could at any time 
be sure how much insurance he 
had for his own individual acts. 
The policy limit might have been 
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impaired by others for acts or 
omissions that had not yet come 
to light. A year or so ago there 
was made available a_ policy 
which had a claim limit and an 
aggregate limit that was twice the 
claim limit. This policy still pro- 
vided only one set of limits for 
all insureds named and was a far 
cry from what the large law firms 
needed. 

The original rate schedule pro- 
vided one premium for the first 
insured and a fixed lesser pre 
mium for each additional insured 
to compensate for the one policy 
limit applying to all named in- 
sureds. To charge the same for 
partner No. 19 as for partner No. 
2 did not make much sense, but 
to work out any refinement along 
this line required a rate schedule 
that was too intricate. 


Tue chief objective of the new 
policy was to do something about 
partnerships. The question was 
how it would be possible to give 
each partner his own set of limits 
and still not pyramid the limits 
where there were many partners 
and a claim made against all the 
partners jointly and severally. 
This problem has been solved 
in a novel way by setting up two 
separate mutually exclusive insur- 
ing agreements for partnerships. 
Claims insured under Coverage A 
—Individual Coverage—are ex- 
cluded under Coverage B—Part- 
nership Coverage—and viee versa. 
There is no additional premium 
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charged for Coverage B. Coverage 
A controls for the acts or omis- 
sions of any one partner. If the in- 
dividual claim limit under Cov- 
erage A is adequate to cover the 
loss, and the aggregate limit of 
the individual partner has not 
been previously depleted, then the 
loss will be charged against that 
one partner only leaving intact 
the limits of all the other partners 
and the partnership. If, however, 
the claim is for a greater amount 
than the claim limit of the indi- 
vidual and thus involves the other 
partners and the partnership, no 
insurance is afforded under Cov- 
erage A but is obtained solely 
under Coverage B. In this way the 
claim limit purchased, which is 
aiways the same for Coverages A 
and B, controls the amount of the 
company’s liability for a single 
professional act. Likewise, if the 
claim is made jointly and severally 
against all the partners or in any 
combination that would pyramid 
the limits, Coverage B applies to 
the exclusion of Coverage A. 
These mutually exclusive insur- 
ing agreements apply only to part- 
ners. If lawyers are merely asso- 
ciated and not practicing as a 
partnership and are all named in 
one policy, each lawyer has his 
own individual set of limits the 
same as if a separate policy were 
issued to him alone. The same ap- 
plies to employed lawyers who 
wish to be named as insureds. 
Each such employed lawyer has 
his own individual limits whether 
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One insurer had to finance a special election to vote a school bond issue 


he is employed by a partnership 
or otherwise. Each named insured 
pays the same premium rate. 
The new program for lawyers 
liability provides basic limits of 


$5,000 for each claim and an 
aggregate limit of $15,000. The 
aggregate limit applies separately 
to each annual period. In defining 
the application of the limit of lia- 
bility for “each claim” it is pro- 
vided that the liability for all 


damages arising out of acts or 
omissions in connection with the 
same professional service shall be 
considered one claim regardless 
of the number of claimants. For 
example, three prospective pur- 
chasers engage an attorney to pass 
on the title to a piece of property 
which they collectively purchase. 
If an encumbrance is overlooked, 
each one of the three clients would 
have a claim. It is intended in such 
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an instance that the “each claim” 
limit apply to all loss arising out 
of the single professional service. 

The new lawyers liability insur- 
ing clause is confined by the all- 
important wording which has been 
used from the beginning, namely 
acts or omissions “arising out of 
the performance of professional 
services for others in the insured’s 


capacity as a lawyer.” This is 


about as far-reaching as an in- 
suring clause could go because of 
the myriad types of services which 
attorneys perform for their clients. 


Tue duty that an attorney owes 
his client is a well-defined legal 
precept, and so long as a claim is 
based on a breach of that duty it 
is within the scope of the insur- 
ing agreement. The policy does 
not provide that a claim to be 
covered must be brought by a 
client, but the connotation is clear 
that the claim must arise out 
of an attorney-client relationship. 
Errors and omissions of a judge, 
a state’s attorney or a referee in 
bankruptcy which arise out of 
their official duties would not 
meet the test of “performance of 
professional services for others in 
the insured’s capacity as a law- 
yer.” 

The policy has only three exclu- 
sions, not counting the nuclear 
energy exclusion which for the 
time being is required because of 
foreign commitments in the rein 
surance field. The first of these 
exclusions is one that has always 
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appeared in lawyers liability poli- 
cies. It provides that the policy 
does not apply: 

“(a) to any dishonest, fraudu- 

lent, criminal or malicious act 

or omission of any insured part- 
ner or employee.” 

To cover such acts or omissions 
of an insured would be against 
public policy. There is fidelity 
insurance available to protect 
against dishonesty of employees. 
It might be well to mention here 
that the word “malicious” as used 
in this exclusion should apply to 
actual malice and not constructive 
malice. 

The second exclusion is a new 
one which has been included to 
better define the policy purport. 
This exclusion says that the policy 
does not apply: 

“(b) to any claim made by an 

employer against an insured 

who is a salaried employee of 
such employer.” 

A lawyers errors and omissions 
policy is not designed to pick up 
losses to an employer arising out 
of a master-servant relationship. 
Errors and omissions of salaried 
employees are part of the em- 
ployer’s business risk and should 
be borne as such. This concept is 
not changed by the fact that the 
employee happens to be a lawyer. 
The exclusion, however, refers 
only to claims brought by the em- 
ployer. A claim brought against 
such a lawyer by a third-party 
claimant is not excluded. 


The third exclusion has 


ap- 
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peared in all previous forms in 
order to delineate acts and omis- 
sions coverage from other stand- 
ard forms of insurance, such as: 
automobile liability; owners, land- 
lords and tenants liability; fire in- 
surance, etc. The exclusion reads 
that the policy does not apply: 

“(c) to bodily injury to, or sick- 
ness, disease or death of any 
person, or to injury to or de- 
struction of any tangible prop- 
erty, including the loss of use 
thereof.” 

With such an all-inclusive in- 
suring clause and only the above 
enumerated exclusions, the legal 
profession certainly can have no 
quarrel with the coverage made 
available for their errors and 
omissions. But this is not all. 

Lawyers liability insurance, un- 
like any other liability coverage 
heretofore written, is open at both 
ends. The coverage extends into 
the future and also picks up prior 
acts. Like physicians and surgeons 
liability insurance, the policy ap- 
plies to all acts or omissions dur- 
ing the policy period no matter 
when the loss is discovered or 
the claim is brought. As long as 
there is a legal liability on the 
part of the insured, the policy is 
exposed. 

The policy is also open at the 
other end by covering prior acts 
if claim is made during the policy 
period. This goes beyond the cov- 
erage afforded today to the medi- 
cal profession where the mal- 
practice, error or mistake must 
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occur during the policy period. 
Of course, it is required that the 
lawyer did not know or could not 
reasonably have foreseen that the 
acts or omissions complained of 
might be expected to be the basis 
of a claim or suit. 

Another innovation is automatic 
coverage for changes in partner- 
ships. In effect there is new 
partnership to be insured every 
time the membership changes. 
Coverage is automatically afforded 
to any individual added to the 
partnership the same as if his 
name had been endorsed on the 
policy. If a firm has employed 
lawyers on its staff and at the in- 
ception of the policy all these em- 
ployed lawyers are named as indi- 
vidual insureds along with the 
members of the firm, then any 
new lawyers employed are auto- 
matically covered the same as if 
a separate policy had been issued 
on their behalf. Failure to give 
notice of any changes does not im- 
pair the policy. It is provided 
however that the premium will 
be adjusted as of the date of any 
change. 

Some lawyers had complained 
of an insuring clause that was 
triggered on “claim made against 
the insured” which was the 
phraseology of the original form. 
It was suggested that under this 
wording the insurance company 
could stand aloof until a claim is 
actually made by the client or a 
suit is filed. The new policy form 
has been changed in this respect 
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to follow the phraseology of other 
standard liability policies. It is 
now provided that the company 
is “To pay on behalf of the in- 
sured all sums which the insured 
shall become legally obligated to 
pay as damages... .” 

Like all professional liability 
policies there is a provision that 
no claim may be settled by the 
company without the written con- 
sent of the insured. 

The legal profession and casu- 
alty insurance industry will always 
have to live on the same street. 
An insurer handling a professional 
liability claim against a lawyer 
can make a good friend or a bitter 
enemy. The first thing that an in- 
surance company needs to learn— 
and some are learning the hard 
way—is that all liability claims, 
like all flesh, are not the same. 

A lawyer’s liability claim is 
quite different from an automo- 
bile liability, or a product lia- 
bility, or for that matter a physi- 
cian’s and surgeon’s liability claim. 
For example, there might be a 
moral obligation that goes beyond 
the legal responsibility. Then too, 
the injured party is likely to be a 


valued client of long standing. 
Frequently there is a reluctance 
on the part of the insured to ad- 
mit to his client that he made a 
mistake. 

It takes specially trained per- 
sonnel to reconcile these unusual 
factors with normal liability claim 
procedures. Very important too, is 
the fact that a claims attorney ex- 
perienced in lawyers’ liability 
cases may perceive an opportu- 
nity to extricate the lawyer and 
his client from a difficulty without 
loss to either. One carrier has 
found that they could be helpful 
in this way in a surprising num- 
ber of cases. To successfully write 
lawyer's liability insurance a com- 
pany should by all means try to 
centralize the supervision of claims 
in a relatively few persons who 
possess, in addition to tact and a 
sympathetic approach, a thorough 
acquaintance with legal practices, 
the canons of ethics, and the juris- 
prudence of the several states. 

A standard program such as is 
now available should create a 
broader insurance market, but I 
warn my underwriting friends, 
there are many pitfalls. 


co 


Editor’s Note 
Some editorial changes have been intro- 
duced in this issue for the purpose of easier 
reading. Your reactions will be appreciated. 
Other readers’ suggestions from recent Ques- 
tionnaire will be incorporated in the near 


future, 
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CAN YOU PROFIT BY MERGING? 


By Abner Benisch 


HE subject of mergers, con- 
solidations and purchase of 


agencies is considered by every 
alert agent at one time or an- 
other. Personally, I think of it as 
strengthening a marriage and 
avoiding a divorce. For in truth, 
that is what happens when two 
agencies decide to get together. 

When the young people decide 
to get married, it is usually after 
each of them has had his fling 
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with many dates, and they have 
gradually found themselves drawn 
together by common interests 
other than “Love in Bloom’”— 
their friends, their common hopes 
and desires, and a multitude of 
other and more subtle reasons. 
These same reasons exist for the 
joining of insurance agencies. 
Let’s forget the older agent 
wants to retire—his needs 
and reasons are obvious. Let us 
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consider the owner of Agency X— 
a young man in his middle forties 
or early fifties, doing about $200,- 
000 volume with two or three 
employees. Why does he find a 
need or a reason to merge?— 
Let me list the valid reasons in 
the order of their importance: 

l. Need and a desire for a 
better business operation. 

a. Stimulation one gets 
from a good business associ- 
ate. 

b. The broader area of 
knowledge (Two heads are 
better than one). 

2. The knowledge that the 
efforts of a lifetime will not be 
wasted at death. The security 
that the family will be pro- 
tected by a fair price funded 
with life insurance under a 
valid buy and sell agreement. 
Certainly this is extremely im- 
portant to the individual agency 
operation. 

3. The opportunity for free 
time and vacation, 

4. The need for trained office 
help under conditions that pre- 
vent the slow training required 
or the personal ability of the 
owner to train people. 

5. The need for better and / 
or increased company outlets. 

6. Last—and as sure as you 
and I are here, this motivation 
must remain last—is the hope 
for increased profits. 

Let's spend a few moments 
thinking through these reasons. 
Are these valid considerations for 
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merging agencies? Of course they 
are. Let's talk about how to bring 
these agencies together so that 
we minimize the possibility of a 
divorce and the marriage is equi- 
table to all parties. 


I sux that here you ought to 
know that there are six general 
partners in the firm of Jay, Schles- 
inger & Benisch; that we also 
operate three corporations with 
interests different from the part- 
nership; and a life general agency 
as a separate partnership. All of 
these businesses are housed in 
the same office, there is a common 
use of some personnel, and the 
businesses have to grow. Since 
1957 we have effected two merg- 
ers, one purchase, and have had 
one separation. Believe me when 
I tell you, it is much easier to get 
married than it is to be divorced 
—and less expensive. 

The owner of the X Agency 
over a period of the last few 
years has found a common inter- 
est with one of his competitors, 
and somehow or other they al- 
ways seem to end up together at 
and after the agents meetings 
they attend. When they have ca- 
pacity problems, they help one 
another out, and there has grown 
up a sincere desire to discuss 
problems. They both trust one 
another and feel free to discuss 
their problems with one another, 
and they mutually respect one 
another. They share some ac- 
counts—and have large mutual 
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social contacts. These agencies 
are similar in size, one is about 
$75,000 to $100,000 a year larger 
in premium volume. This desire 
to merge might be on both their 
minds, but until one of them pro- 
poses, nothing will hapepn. 

Mr. X decides his future as a 
sole operator is limited. He is ex- 
tremely ambitious and aggressive, 
and wants to become larger. He 
thinks that with a $500,000 agency, 
he will be able to handle larger 
and have better company 
outlets. After the next agents’ 
meeting, he gets his friend, Mr. 
Y, and over coffee explains that 
he has been thinking of merging, 
and there is no one he would 
rather be with than Mr. Y, what 
does he think about it? After some 
additional talk, they agree to 
think about it and get together 
after the next month’s meeting. 

After several preliminary talks, 
they agree that it would be worth 
a try, and after discussing it with 
the lawyers and accountants, the 
following pattern develops: 

Mr. Y will move his agency to 


lines 
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Mr. X’s quarters, and they will 
work as separate agencies with 
separate payrolls, personnel and 
separate operating expenses for 
some period of time. By this 
method, the personnel as well as 
the owners, would start to get 
used to one another. This would 
be no mixing of business, but, of 
course, nature would take its 
course, and problems would be 
mutually discussed. Office staff 
would go to lunch together, and 
ideas would begin to flow back 
and forth. Assuming this trial 
marriage period is peaceful, there 
are two steps which can be fol- 
lowed: 

A period of consolidation— 
made public—or an actual merger. 
Mr. X and Mr. Y are ready to go 
ahead. 

The discussions start all over 
again, and after settling the minor 
details, such as professional help 
—name—and whether to incorpo- 
rate, or become a_ partnership, 
the actual operating plan is laid 
out. How should it be done? It 


was agreed that— 


ABNER BENISCH 


Parts 


er, Jay, Schlesinger & Benisch, Newark 


N. J. Lecturer at Rutgers University. Life member 
of the Million Dollar Round Table of Life Under- 


riter 


The 


Societ y 


New Jersey chapter of 
of Chartered Property and Casualty 
of New State 


Past president, 


Graduate Jersey 





20 THE CASUALTY AND SURETY JOURNAL 


1. There should be no general 
sharing of income. By this tech- 
nique we hope to avoid the con- 
flict that arises when one principal 
feels responsible for the largest 
production. This is still a produc- 
tion business, and with common 
sharing it soon creates a feeling 
that one principal is carrying the 
other. 

2. All business should be 
identified with regard to the pro- 
ducer and its source. 

3. Both principals would be re- 
sponsible for the servicing of all 
accounts in the absence of the 
other producer so that the clients 
would identify the principals as 
one firm. 

4. All personnel would work on 
all the business without regard to 
the producer. 

5. Operating expenses would 
be shared proportionately to the 
volume, with due consideration 
given to type of business or 
jumbo account. 


W naar has been accomplished? 
We have provided a vehicle 


where individual incentive will 
be rewarded. We have afforded 
a means of continuity to these 
agencies. We have enabled them 
to improve their operations be- 
cause of shared expenses, en- 
abling them to have better per- 
sonnel and equipment, and we 
hope the final result of these 
changes will result in greater op- 
portunity for larger profits. 

Let’s turn our thoughts now to 
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the purchase of an agency. Cer- 
tainly we have all heard the rule 
of thumb about 1% or 2 or 2% times 
the commission income as a fair 
price, and we have all read about 
the need for caution in valuing 
an agency with regard to the 
jumbo accounts. It is not my pur- 
pose to discuss these subjects 
which are so well written, and 
so often presented in the trade 
journals. Rather, I would like to 
give you some ideas about work- 
ing out a purchase agreement it- 
self. 

First, a thought about five year 
installment fire premiums. With 
large amounts of fire business 
being written on the five year 
installment plan, a purchaser can 
have some reasonable sureness 
that this business will remain on 
the books at least until expiration 
because of the price advantage. 
This, of course, gives the pur- 
chaser an excellent idea of what 
fire income he can reasonably 
count on. A carefully written pur- 
chase agreement will enable him 
to acquire these fire commissions 
so that the dollars of commission 
from this business will come to 
the purchaser free of income tax, 
and therefore enable him to pay 
for the purchase in a_ shorter 
period of time. 

While talking about collecting 
these commissions gross, I would 
like to point out to you that the 
purchaser of any agency must 
carefully consider the fact that a 
part of the purchase price will be 
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After discussing it with lawyers and accountants, they agree to go ahead 


paid for with after tax dollars. 
This, of course, means that the 
period of payment is either longer 
than anticipated, or the purchase 
price if calculated on a gross 
commission income basis, is 
greater than originally antici- 
pated. An excellent idea to over- 
come this obstacle is to have the 
former owner on the payroll for 
some period of time and in that 
way some portion of the purchase 


price can be deducted by the 
purchaser as an expense of doing 
business, thereby shifting part of 
the tax burden to the seller. 

It is extremely important to 
have an understanding with the 
present employees so that you can 
be assured of their loyalty and 
the fact that they will continue 
with you as a new owner. If it is 
at all possible, any production 
people should be given employ- 
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ment contracts so that they have 
the same feeling of security with 
the new owner as existed prior 
to the purchase. This, of course, 
gives the purchaser the knowl- 
edge that he will not find compe- 
tition from the people who have 
been familiar with the accounts 
for some period of time. It is 
essential also that the purchaser 
of the agency reach agreements 
with the companies in the agency 
before the purchase, and realize 
that these companies are willing 
to continue the business relation 
ship with the new management. 

I have a particular case in 
point, where a partner left an 
agency, took with him certain 


























substantial accounts and then 
found to his dismay, that one of 
the companies writing these ac- 
counts was unwilling to afford 
him an agency relation, and in- 
sisted upon cancelling the busi- 
ness because of their feeling that 
there would be no future in re- 
maining with these accounts. 

It is a good idea to continue 
the name of a purchased agency, 
and, if possible, amend it to in- 
clude the name of the new owner. 
Over a period of time, through 
the mailing of calendars and sta- 
tionery, and advertising, the new 
ownership can become known to 
the extent that the take over is 
gradual and accepted. 
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“The chief hired her. She’s the only human that ever replaced 
an electronic computing machine!” 





By Thomas B. Ogburn, Jr. 


Lessees vs. Landlords 


Improvements and 
Betterments Forms 
Require Careful 


Study by Producers 


A THE time the new Improve- 
ments and Betterments Forms 
came into being back in 1952, 
there was considerable difference 
of opinion in the market about 
whether the changes would solve 
the many problems which had 
arisen in the past. Certainly the 
authors of the changes were try- 
ing to clearly define, first, the in- 
terest of the insured and, sec- 
ondly, the intent of the coverage 
which was to be provided. 
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There are still some who will 
not agree that these desires on the 
part of the authors have been ac- 
complished. But in all probability, 
time will support the contention 
that the changes made were not 
only necessary but equitable as 
well. 

In the earlier forms, there was 
considerable freedom of judgment 
exercised on the part of under- 
writers, producers and even ad- 
justers. This was primarily be- 
cause there was little upon which 
tu take a position about the con- 
tract’s intent. The underwriter 
gave his interpretation, the pro- 
ducer his. And the adjuster made 
the best of a bad situation at the 
time of a loss. All to the adjuster’s 
credit, he did the best job he 
could do with the little he had to 
work with in the contract itself. 
However, any negotiated settle- 
ment is always, for the most part, 
costly to the insurance company. 

In the preparation of the new 
ferms, the former “Sole and Un- 
conditional Ownership” of the Im- 
provements and Betterments was 
considered in conflict with any 
continuing interest that the lessee 
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might have in the Improvements 
and Betterments in those cases 
where restoration was made by 
the owner. 

Improvements and Betterments 
is defined in the revised forms as 
“fixtures, alterations, installations, 
or additions comprising part of 
the described building and made 
at the expense of the insured, but 
which are not legally subject to 
removal by the insured.” The in- 
sured is usually the tenant. But 
he is always the lessee. And once, 
as the lessee, he makes Improve- 
ments and Betterments which 
comprise a part of the landlord’s 
building, he no longer owns the 
Improvements and Betterments. 
Hence, his insurable interest is 
now described in the policy as 
“use” interest. The term “use” in- 
terest is fairly descriptive since 
the insured has the use of the 
Improvements and Betterments, 
made at his expense, from the 
time the improvements are made 
until the legal expiration of the 
lease. Unlike the older forms, it 
is not required that the Improve- 
ments and Betterments be made 
during the term of the lease in 
force at the time of the loss. The 
only requirement is that the lessee 
made the Improvements and 
Betterments, at his own expense, 
and that he cannot legally re- 
move them. Also unlike the older 
forms, the lease or rental agree- 
ment in force at the time of the 
loss can be either written or oral. 

For the most part, questions 
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which now arise in the settlement 
of losses are in the nature of de- 
termining the status of fixtures 
and improvements or establishing 
the term of the lease if the in- 
sured has an option to renew the 
lease. Questions of this nature 
can reasonably be answered if the 
parties concerned (the landlord 
and the tenant) are not trying to 
profit by the outcome, each at the 
expense of the insurance com- 
pany. 


Fin RES generally fall into two 
broad general classifications: Re- 
movable or Permanent. Occasion- 
ally, difficulty arises because re- 
movable fixtures in one case may 
not necessarily be removable fix- 
tures in another. The law recog- 
nizes removable fixtures as such 
and in the absence of a specific 
statute, common law recognizes 
the classification. In some cases, 
it is not necessary to revert to the 
law because the terms of the lease 
properly classify such fixtures. 
Portable air conditioning units, 
wall to wall carpeting, certain re- 
movable light fixtures, and, for 
the most part, any fixture which 
is removable without doing harm 
to the building are considered 
personal property and therefore 
not a fit subject for Improvements 
and Betterments Insurance. 
Permanent fixtures are those 
which become part of the build- 
ing. When they do, they become 
property of the building owner. 
it is because of this condition that 
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the owner of the building must 
include the value of the Improve- 
ments and Betterments in his in- 
surance cover to be properly in- 
sured, even though the Improve- 
ments and Betterments were 
made at the expense of the lessee. 
It is also because of this condition 
that the lessee’s insurable interest 
is confined to the continued use 
of the Improvements and Better- 
ments during the term of the 
lease. This point has been quite 
confusing to some for the simple 
reason that it was not recognized 
that there were two separate and 
distinct interests involved in the 
Improvements and Betterments. 
The interest on the part of the 
building owner is in the increased 
value of his building because of 
these improvements; the interest 
on the part of the lessze is in the 
use of the improvemeuts, only for 
the term of the lease. 

One other point is worthy of 
comment. Certain fixtures, by 
their very nature, can be char- 
acteristic to a lessee’s trade. A 
bakery quite often installs special 
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ovens in its leased premises, drug 
stores put in soda fountains, while 
some other type of trade might 
install display counters. Even 
though these fixtures be built into 
the walls and floors of the build- 
ing, they can be removable and 
would not be considered Improve- 
ments and Betterments to the 
building. When the premises are 
vacated, it naturally follows that 
the building would have to be 
left in the same condition that it 
was in before the fixtures were 
installed. 

On the question of the length 
of the lease, it has been very well 
established that the “use” value of 
improvements to a lessee dimin- 
ishes with the passing of time and 
the life of the improvements. 
Thus, the insurable interest dis- 
appears with the expiration of the 
lease. There are, however, cases 
in which the tenant-insured has 
made substantial improvements 
costing hundreds of thousands of 
dollars, yet still does not wish to 
tie himself down with a twenty or 
thirty year lease. For the very 
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good reasons that business gen- 
erally could decline over an ex- 
tended period of time or the area 
in which he is presently located 
could become run down causing 
other businesses to move into new 
shopping areas. The present trend 
towards suburban shopping cen- 
ters is a classic example of this 
problem. If the lessee is able to 
secure from the landlord an op- 
tion to continue the lease, then 
for the purposes of his Improve- 
ments and Betterments Insur- 
ance, it would seem perfectly 
equitable to consider the term of 
the lease as the original term plus 
any legal option to continue, 
which is at the sole option of the 
tenant. It is wise, however, to 
have this legal option in the form 
of an extension of the present 
lease, because if a renewal is 
made, it would be on the pro- 
perty in its improved state, in 
which legally the tenant no longer 
has an insurable “use” interest. 
Remember, this disappeared when 
the original lease expired. 

Too often, questions arise when 
a tenant continues to occupy the 
premises after the expiration of 
the original lease. The status is 
not clear because the basis upon 
which the continuance was deter- 
mined probably is not known. 
The law alone cannot establish 
this status since very often it is 
dependent upon the facts. The 
legal option to continue to occupy 
the premises, whatever the agreed 
basis, should be spelled out and 
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should be at the sole option of 
the lessee to warrant a continuing 
insurable interest in the Improve- 
ments and Betterments. 

The form is fairly clear in its 
intent dependent upon the cir- 
cumstances. When the premises 
are repaired or replaced at the 
expense of the lessee-insured, the 
basis of the adjustment is pred- 
icated upon the actual cash 
value of the damaged or destroyed 
Improvements and Betterments. 
The reason is that the insured’s 
use interest at any time during the 
term of the lease is presumed to 
be in the whole of the Improve- 
ments and Betterments which are 
necessary to his use of the prem- 
ises until the expiration of the 
lease. It is important to remem- 
ber that, since recovery is on this 
basis, when the lessee repairs or 
replaces, insurance in sufficient 
amount to comply with the co- 
insurance requirements on an 
actual cash value basis should be 
carried at all times. 


Ir is in those cases in which the 
premises are not to be repaired 
or replaced, at the expense of the 
lessee, that the company’s liability 
is predicated upon that proportion 
of the original cost of the dam- 
aged or destroyed Improvements 
and Betterments, which the un- 
expired term of the lease, at the 
time of the loss, bears to the pe- 
riod from the date such Improve- 
ments and Betterments were made 
to the expiration date of the lease. 





LESSEES VS. LANDLORDS 


Certain fixtures, by their nature, can 


In the event the lessee does not 
have the conventional long-term 
lease at the time of the loss, the 
unexpired term of the lease might 
be a proportion of thirty-one days 
if the tenure of the lease is on a 
month-to-month basis. 

The position of the underwriters 
in circumstances such as cited 
above seems equitable. As a rule, 
if the lessee-insured elects not to 
repair or replace, it is for a very 


be characteristic to a lessee’s trade 


good reason. Perhaps the term of 
the lease is about to expire or the 
Improvements and Betterments 
are no longer needed due to some 
change in marketing methods or 
change in products. This amorti- 
zation principle would seem not 
to do any violence to the insured’s 
“use” interest in the premises. 

If the landlord replaces the 
damaged or destroyed Improve- 
ments and Betterments, there is 
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actually no Improvements and 
Betterments loss to the lessee-in- 
sured, other than a possible Busi- 
ness Interruption loss which is 
properly insured under the Busi- 
ness Interruption policy. The im- 
portance of having the lease pro- 
vide that the landlord replace the 
damaged or destroyed Improve- 
ments and Betterments is there- 
fure quite obvious. 


Too often, the insurance agent 
never has the chance to discuss 
the lease until after its execution 
and then is faced with the prob- 
lem of having to tailor the policy 
to fit the insured’s needs. Some- 
times this task is impossible to 
accomplish and the value of the 
agent and the Company in the 
estimation of the lessee hits a new 
low. 

If all lessees could be persuaded 
to consult an insurance agent be- 
fore the preparation of the lease, 
many problems which arise at the 
time of the loss would have 
already been settled in the terms 
of the lease. 

Certainly if the lease requires 
that the landlord will repair or 
replace the damaged or destroyed 
Improvements and _ Betterments, 
the need for the Improvements 
and Betterments policy disap- 
pears. In such cases, the financial 
stability of the landlord then be- 
comes an important factor. Quite 
often, the insurance agent solves 
this problem by writing, not an 
Improvements and Betterments 
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policy,but a Property Damage 
policy in the names of the land- 
lord and the lesseé as their inter- 
ests appear. 

It was probably the inequitable 
double recovery in the now fam- 
ous Alexandra Restaurant Case 
(Alexandra Restaurant versus the 
New Hampshire Insurance Com- 
pany, 79 N.E. (2nd) 268) which 
greatly influenced the radical 
changes in the forms. 

In January, 1942, the Alexandra 
Restaurant Inc. purchased an 
Improvements and Betterments 
Insurance policy for a period of 
three years, against all direct loss 
and damage by fire, in the amount 
of $20,000, to cover Improvements 
and Betterments of a structural 
character to the building at 8 E. 
19th St., New York. It was de- 
termined that the lessee had -paid 
$18,000 for the Improvements and 
Betterments and clearly had an 
insurable interest when the fire 
occurred December 29, 1943 and 
damaged the Improvements and 
Betterments to the extent of about 
$4,000. The landlord, pursuant to 
the terms of the lease, proceeded 
to fully repair the damages caused 
by the fire to the improvements, 
and was reimbursed for these ex- 
penses by his own fire insurance 
policy covering the premises. 
Although the defendant insurance 
company paid the plaintiff-lessee 
a total of $4,750 on two other 
policies covering tools and stocks, 
it refused to pay the $3,954.89 
Iniprovements and _ Betterments 
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loss because the landlord had 
already restored the improve- 
ments in the premises. The de- 
fendant company contended there 
was no loss at the time the loss 
became payable, because the im- 
provements had already been re- 
stored by the landlord. 

The lessee, probably on the ad- 
vice of counsel, persisted and 
sued the insurance company for 
the Improvements and Better- 
ments loss. Despite the moral 
hazard which was created by the 
obvious double indemnity fea- 
ture, the courts, while sympathet- 
ic to the contention and recogniz- 
ing the apparent profit to the in- 
sured because of the fire, took the 
position that the situation in no 


way affected the liability of the 
insurance company in the absence 
of any exemption in the policy. 


There had previously been 
other cases in which the courts 
had taken a similar position, but 
for the most part there had been 
some extenuating circumstances 
which in a measure justified the 
payment to the lessee. It was be- 
cause of the clear-cut circum- 
stances in the Alexandra Restau- 
rant case wherein the court held 
that even though there were col- 
lateral contracts which might re- 
lieve the insurance company whol- 
ly or partly from the loss, which 
they had agreed to indemnify, it 
was because of the lack of any ex- 
emption in the policy that the in- 
sured was entitled to be paid for 
such a loss “in precise accordance 
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with the terms of the contract of 
insurance.” 

It should be evident that the 
issuance of an Improvements and 
Betterments contract cannot be 
done in the same carefree manner 
with which the fire insurance 
policy might be issued on a build- 
ing or the contents of the build- 
ing. Any agent worthy of his 
name has an obligation to know 
the facts about the lease arrange- 
ment between the insured-lessee 
and the landlord. In the examina- 
tion of the lease, it may be found 
that the lessee, by the terms of the 
lease, is required to maintain the 
improvements he makes. In which 
case, the responsibility for insur- 
ing the entire loss would fall upon 
the lessee. 

By the same token, the terms 
of the leasé may clearly show that 
any damage to the Improvements 
and Betterments would have to be 
replaced by the landlord. It is 
certainly the lessee’s desire that 
his insurance protect the “use” of 
Improvements and _ Betterments 
and that the owner’s insurance 
protect the values. In those cases 
where the landlord, in spite of 
the lease agreements, might re- 
fuse to repair or replace the dam- 
aged Improvements and Better- 
ments, the lessee’s insurance cov- 
erage would have to protect him, 
but the insuring company would 
then take subrogation against the 
landlord. 

It is also evident, in the major- 
ity of cases which come to light at 
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the time of a loss, that the prob- 
lems have been created through 
the insured’s lack of knowledge 
about the provisions of the Im- 
provements and Betterments form. 
The limited amount of time re- 
quired to explain the coverage to 
be provided and to learn the 
terms of the lease will quite often 
save hours, days or even months 
of negotiation should the Im- 
provements and Betterments be 
damaged or destroyed by one of 
the perils insured against. If the 
landlord and the lessee do not feel 
competent to settle all questions 








under consideration, it is far more 
desirable and less expensive to 
obtain the services of an attorney 
before the policy is issued than 
after the loss occurs. 

Nothing can be more gratifying 
than to settle a loss equitably and 
promptly. On the other hand, 
nothing can be more distasteful 
than to find a contract incorrectly 
written at the time of a loss... 
because not only does the insured 
suffer, but also the reputations of 
the agent and the insuring com- 
pany receive considerable bad 
advertising in the community. 
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“The hours are O.K. but there’s too much papyrus work!” 





Court Decisions 


ALAN GRELLER, LL.B. 


x Cl as 


Liability to Business Visitor—A wholesale grocery corporation purchased a gasoline 
pump from a fire department to help rid its basement of flood waters. While in- 
stalling the pump one of the firemen suffered a dizzy spell, apparently from carbon 
monoxide poisoning. A week later he suffered a heart attack. Claiming that the 
corporation was negligent in not providing sufficient ventilation and that the heart 
attack was a direct result of the carbon monoxide poisoning, he sued the firm for 
personal injuries and recovered a judgment on the jury’s verdict in his favor. The 


corporation appealed the case, but the judgment was affirmed. (Zuercher v. Northern 
Jobbing Co. ( Minnesota 1954) 66 N.W. 2d. 892. ) 

i es 
Liability of Contractor—Employees of a contractor engaged to replace the tile in 
the bathroom of a house put down strips of tar paper to protect the floors. This 
was in accordance with the custom in the trade. During the morning the housewife 
slipped slightly on the paper, as did one of the employees. Although the employees 
warned the housewife that the paper was slippery they nevertheless continued to 
use it. When the work was completed they called the housewife to inspect it. After 
the inspection she was walking toward the kitchen when she again slipped on the 
paper, fell and injured herself. She sued both the contractor and the employees for 
damages and recovered judgment against them. The judgment was affirmed on 
appeal. (Schance v. H. O. Adams Tile Co. (California 1955) 280 P.2d. 851.) 

7 5 7 
Liability of School Board—A high school student, while playing “three-man basket- 
ball” during a required gymnasium period, was injured when struck by an opposing 
player. All of the eight courts on the gymnasium floor were in use at the time of 
the accident. The injured student claimed that he was hit by his opponent because 
a player from a contiguous court came onto the court where he was playing. He 
sued the school board for damages and recovered a judgment. The board appealed, 
but the judgment was affirmed, the appellate court holding that the overcrowded 
condition of the gymnasium created a dangerous condition which the board should 
have reasonably anticipated. (Bauer v. Board of Education of the City of New 
York (New York 1955) 140 N.Y.S. 2d. 167.) 





FLOODS 


There were 555 deaths from floods in the United States 
during the past five years—almost as many such fatalities 
as were recorded during the preceding ten year period. Unus- 
ually severe floods occurred during 1959. 


Rock Creek in Washington, D. C. overflowed its banks to a depth of five feet from a 


three-inch rain in two hours. This is near Embassy Row. 








A television transmitting tower in St. Louis was blown to ground by a tornado, 


wrecking this house and cars. 


TORNADO 


Improved tornado detection and warning services are 
credited with lowering the United States death toll. Tornados 
took 498 lives in 1954-1958 period, against 1,063 for 1949- 
1953 span of preceding five years. 
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“Have you located the trouble, Captain?” 





ie any discussion on American insurance abroad to- 
day, we must of necessity temper our thinking with 
mature optimism, otherwise the impact of pessimism 
will seriously color our viewpoint. 

Even to those who have little interest in being in- 
formed about foreign conditions, the rumors of strife 
and turmoil, the sharp edged tone of political news, 
and the frequent items of riots and unrest make it 
clear that the world is far from tranquil. 


American Insurance Abroad 


Domestic insurers have created a 


world-wide network of protection 


By Helmut Kimpel 


Revolutions in Latin America, turmoil in the Middle 
East, cenfiscations of American property, the Berlin 
crisis and the stiffening competition from foreign 
nations in international trade all affect American 
foreign trade. 

These events should not be matters far away from 
your sphere of interest, because unilateral acts, such 
as these and numerous others, may become not only a 
problem to American business abroad, but also to 
some four million Americans employed here by firms 
engaged in foreign trade. 

Fortunately, mankind as a wkole wants to advance. 
A case in point is the advent of the European Com- 
mon Market, the merging of the economies of Bel- 
gium, France, West Germany, Italy, Luxembourg, and 
the Netherlands. With its objective, the removal of 
tariff and quota restrictions on trade among its mem- 
bers and the establishment of a truly European eco- 
nomic union, the Common Market will rapidly raise 


= 
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the standard of living which in 
turn will be followed by demands 
for more and stronger insurance 
protection. While it doubtlessly 
will lead to stiffer competition 
against American imports, it has 
already brought about an increase 
in direct operations by American 
manufacturers in Europe. 

They have built new plants, ac- 
quired foreign subsidiaries and 
arranged and royalty 
agreements with European com- 
panies. In this way they have be- 
come insurance buyers for both 
American and European insurance 
companies. 


licensing 


Tue political, economic and so- 
cial changes abroad are not the 
only reasons why American in- 
surers are concerned about the 
financial protection of private 
American business operations in 
foreign countries. While it is true 
that, historically, the modern as- 
pects of insurance originated in 
England and in Europe, it was 
the tremendous commercial and 
social advances in the United 
States which made Americans the 
world’s most insurance-minded 
people. Today, hundreds of thou- 
sands of Americans are familiar 
with Europe and South America. 
Many got to know Europe, the 
Far East, Australia and Africa first 
hand while serving in the Armed 
Forces, and there is no doubt that 
today Americans have become 
world travelers. But they also 
experienced a different picture 
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abroad when it came to insurance 
protection, for aside from earth- 
quakes and typhoons, riots and 
unrests, the maze of laws, regu- 
lations and requirements, plus a 
different standard of living in 
many parts of the world, often did 
not provide the kind of protec- 
tion Americans were accustomed 
to. 

The actual need for American 
insurance protection overseas be- 
gan at the close of the First World 
War. While casualties 
and capitulations still made the 
headlines, a group of farsighted 
American insurance men sensed 
the U. S. A.’s future in a world of 
need and want for economic re- 
covery. The executives of leading 
American capital stock fire and 


cannons, 


marine companies organized in 
August 1918 the American For- 
eign Insurance Association, briefly 
known as AFIA. 


Today, the American Foreign 


Insurance Association has _be- 
come one of the principal organ- 
izations in the field of worldwide 
fire, marine, casualty and bond 
insurance and reinsurance. For all 
practical purposes AFIA acts as 
the combined foreign department 
of its present 16 member com- 
panies whose assets are pledged 
to AFIA’s worldwide ventures in 
which they participate on a per- 
centage basis, thus making the 
Association a most unique enter- 
prise that truly expresses the in- 
ternational character of insur- 
ance. 
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In those early days it was a task 
of registering companies, appoint- 
ing agencies and establishing 
branches at important key places 
abroad, and of streamlining the 
efforts of the charter members 
here to make AFIA a workable 
organization for fire and marine 
business overseas. 

Through conservative pioneer- 
ing, scouting and planning, plus 
the formation and training of for- 
eign and domestic staffs, the man- 
agement and trustees of AFIA 
were able to enlarge the opera- 
tions in spite of a worldwide de- 


pression, revolutions, inflations 


and World War II. 
AFIA demonstrated its leader- 
ship at the end of the last war 


when it returned to Germany and 
Japan to insure personal prop- 
erty and non-logistic installations 
of the Armed Forces and, later on, 
the recovering of the industries of 
the two countries. VE-Day found 
AFIA in Europe ready to resume 
relations with most of its former 
agency connections and to estab- 
lish new contacts. Supervisory 
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branches were opened in Rome 
and in Brussels to aid in expand- 
ing service in other European 
countries. All this meant new 
problems which required a read- 
justment of underwriting con- 
siderations. 

Other areas, such as Malaya, 
Indonesia and the Philippines cre- 
ated similar complications where 
the war destroyed overnight what 
had been carefully built up by 
years of labor. The political 
changes in China forced AFIA’s 
operations in that country to ter- 
minate in 1949. 

In many places, the years of 
war had caused damage to water 
mains and serious deterioration of 
protective fire equipment. Im- 
paired buildings and temporary 
fimsy constructions hampered re- 
development in many areas. And 
greatly altered legislations and 
problems of exchange in many 
countries made the situation more 
and more complex for the under- 
writers. 

Again, in other areas the desire 
for a better living standard pro- 
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duced political ambitions, such as 
in South America, Africa and Asia. 
Industrial plants mushroomed 
overnight in countries that had 
never dreamt of abandoning their 
prewar agricultural status. 

AFIA met this changing and 
challenging world picture by 
planting new branches and new 
agencies, followed by a steady 
stream of trained foreign service 
personnel. An intensive global in- 
spection program was initiated to 
bring a realistic picture of current 
conditions of risks, local protec- 
tion and construction. While AFIA 
officials revisited many areas and 
acquainted themselves with new 
foreign branch managers 
and key personnel visited New 
York head office for reorienta- 
tion. 


ones, 


Tue addition of casualty and 


surety business to the Associa- 
tion's activities shortly after the 
war widened the operations so ex- 
tensively that today this portfolio 
has surpassed the fire business in 
volume. Although, to put it in 
proper perspective, over the years 
the fire business has produced, 
and continues to do so, our bread 
and butter income. While we are 
cautious in our casualty under- 
writing, we are feeling the re- 
sponsibility in helping protect the 
efforts of destroyed markets to re- 
habilitate their industries, and 
where American aid advances the 
industrialization of underde- 
veloped countries. 


November 


Another important addition has 
been our treaty reinsurance facili- 
ties embracing all lines of non-life 
insurance, and in which we main- 
tain some 350 treaties with for- 
eign companies in 45 countries. 
Not only do we foresee in treaty 
reinsurance a major source for 
future income, but it also enables 
the Association to secure a maxi- 
mum spread of risks assumed 
which helps to produce a more 
favorable loss experience. 

In spite of rising nationalism in 
old and new countries after the 
Second World War, increasing 
discriminatory legislation against 
foreign companies, unreasonably 
high deposit requirements, nation- 
alization acts, and numerous other 
obstacles, our worldwide opera- 
tions have been continually prof- 
itable. 

They have been profitable be- 
cause of the global spread of our 
liabilities. While losses may have 
been shown in one part of the 
world, they always were outbal- 
anced by gains elsewhere. Above 
all, they have been profitable be- 
cause the leaders of AFIA have in 
their employ people around the 
world who know their business. 

After 41 years, the American 
Foreign Insurance Association has 
multiplied from a handful of 
Americans into a cosmopolitan 
force of over 2,000 insurance men 
and women of 60 different nation- 
alities. And from its first agency 
appointment in New Zealand, 
AFIA has woven a net of 700 
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branches and principal agents and 
thousands of solicitors spanning 
more than 70 countries of the free 
world. 

To our men selling American 
insurance abroad has become one 
of the most fascinating phases of 
foreign business. Even today there 
are still countries where our sales- 
men, agents, and adjustors have 
a job comparable only to the 
early days when traders and 
grocery stores sold insurance here 
in this country. But no matter 
what style clothes they don, what 
national customs they observe or 
what language they speak, each 
one serves as a mirror of the in- 
tegrity of AFIA’s member com- 
panies. 

Most of these representatives 
have never visited the United 
States nor do they speak English. 
Some solicit and service risks at 
remote spots of the world. They 
have been canoeing the Amazon 
river, riding mules in the moun- 
tains of Columbia or lying on the 
deck of freight trains in India 
when visiting clients or curing the 
ills of property losses, all of which 
has made them country doctors 
of insurance. 

Some time ago, for instance, our 
man in Hyderabad in Pakistan 
walked almost nine miles in 
scorching heat through the desert 
in the Tharparker district to so- 
licit business from a cotton fac- 
tory. Because the train was out of 
order, he also had to travel by 
camel and horse and finally ar- 
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rived 15 minutes ahead of a com- 
petitor and was able to close the 
deal. And then there was the case 
of our representative in a Middle 
Eastern country, who would not 
accept the fatalistic attitude of 
some followers of the Islam re- 
ligion who told him that they 
were not interested in having their 
mosques insured, for if it was the 
will of Allah to leave them de- 
stroyed or damaged they would 
not oppose his will. After several 
weeks of studying the Koran, our 
man was able to convince the 
Mohammedans that there was 
nothing in it that Allah was 
against insurance. 

Wherever these men sell Amer- 
ican insurance, be it on a safari 
in East Africa, sailing on a junk 
in the China Sea or by ringing 
doorbells in a Tokyo suburb, they 
have come to appreciate the spirit 
of American enterprise when com- 
peting with local and other for- 
eign companies. 

I began by showing how for- 
eign events affect our domestic 
economy. There is little doubt 
that today the insurance industry 
has gained a prominent position 
of importance and responsibility. 
Were it not for adequate Ameri- 
can insurance facilities, the great 
role of the United States in world 
trade would be impeded and pro- 
ceed at a much slower pace. The 
fact is that the larger part of our 
income is derived from insuring 
the industries of our friendly 
neighbors. 
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No matter how satisfied you 
may be with your present volume 
of local business, to those of you 
who so far have shied away from 
checking clients and prospects for 
possible foreign insurance needs, 
I dare say that you owe it to your 
professional standing in your com- 
munities to become known as 
men who can offer American in- 
surance protection throughout the 
world. 

Actually there is nothing mys- 


The value of real and personal 
property has risen throughout 
the world. Shown above are 
modern apartment houses in 
Stockholm. 
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Marine business must be terious about it. The principles of 
placed to comply with local insurance are the same the world 
laws and this can be handled over and have been since the time 
through AFIA facilities. Port when Marco Polo learned their 
of Milan shown drained for origin from traders in China. We 
cleaning. call it foreign insurance because 
the risks we insure are located 
outside of North America and pos- 
sessions of the United States, and 
because of the foreign laws, regu- 
lations, requirements, conditions 
and customs which, multiplied by 
the number of countries in which 
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we operate make it at times a 
nightmare for the underwriters. 
But AFIA and its offices here in 
the United States are in business 
to handle this job for you after 
you have established the contact 
with the client, for AFIA has no 
agents of its own in the United 
States and relies heavily on the 
agency forces of its member com- 
panies, other friendly insurers and 
brokers. 

You have more prospective 
clients than you realize through- 
out the United States. The fact is 
that AFIA has had to keep abreast 
of conditions to satisfy the rapidly 
increasing demands of its facili- 
ties. In the commercial field alone 
there are some 22,000 firms which 
have invested more than 40 bil- 
lion dollars overseas. Many Ameri- 
ran manufacturing and retail firms 
are establishing plants abroad for 
reasons of economy, labor, raw 
materials and to be closer to the 
foreign market. The construction 
industry is a further producer of 
a substantial foreign premium 
volume. Funds provided by the 
U. S. Government, The World 
Bank, the Export-Import Bank, 
foreign private enterprises and 
governments are engaged in huge 
construction projects, such as 
dams, bridges, rail- 


highways, 
roads and housing. 

Also oil companies are amongst 
the heaviest U. S. investors abroad 
with many American contractors 
operating at their foreign instal- 
lations. Ocean and inland marine- 
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wise, there are thousands of firms 
engaged in the export-import 
business which is perhaps the 
fastest growing section of the 
world economy. Every year, pre- 
mium income from personal in- 
surance for people traveling to, 
or residing in foreign countries, 
reaches a new high. This year 
alone more than 1,400,000 Ameri- 
cans are going abroad as tourists 
or for business reasons, many 
taking their cars, renting or pur- 
chasing a car in a foreign coun- 
try. 

They look to their agent or 
broker to provide them with the 
type of insurance to which they 
are accustomed. Some countries 
require proof of adequate lia- 
bility insurance on a car before 
it can cross the border. Many of 
these travelers are also potential 
customers for personal liability in- 
surance and personal accident 
coverage. 

The type of program best fitted 
to an insured’s needs depends 
upon several factors. For example, 
the value of real and _ personal 
property has risen throughout the 
world. It is essential to proper 
coverage that the insured knows 
just what his property or product 
is worth. This is particularly im- 
portant because property insured 
abroad is generally covered by a 
policy with a 100 percent co-in- 
surance clause. Also, for example, 
import duties on property pur- 
chased here and shipped abroad 
may have made the property 
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worth more abroad than here. 

Machinery and equipment pur- 
chased in this country and in- 
stalled abroad should be insured 
in dollars, if it is not readily avail- 
able overseas. In this way, in case 
of loss, the property can be re- 
purchased in this country without 
delay. 

Exchange and local insurance 
laws and the insured’s exchange 
position are also determining fac- 
tors whether a policy can be writ- 
ten in dollars or local currency. In 
all events, losses generally are 
paid in the currency in which the 
premiums are paid. 

Forms, rates, and conditions are 
determined with the client’s agent 
or broker as they would be for do- 
mestic coverage. Whenever neces- 
sary, policies are written in the 
language of the country in which 
the risk is located. 

Fire insurance policies in the 
United States usually include fire 
damage as a result of riot. Fire 
policies in foreign insurance prac- 
tice do not, and it is necessary to 
extend the fire policy specifically 
to include fire following riot as 
well as material damage not due 
to fire, but resulting from riot. 

Certain types of extended cov- 
erages, riot, and use and occu- 
pancy, are difficult to secure in 
several South American countries 
and may have to be written on a 
restricted basis. 

Where Napoleonic Code law 
governs, as in France and Bel- 
gium, the insured is liable for 
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damages to third parties where 
fire or explosion originates on his 
premises and extends to co-tenants 
and neighboring property. 

Casualty insurance, in one form 
or another, is a requisite for any 
tourist or business concern con- 
ducting operations abroad. 

In many countries, automobile 
liability insurance is mandatory 
and policy conditions frequently 
must conform to statutory require- 
ments. 

Social legislation everywhere 
imposes responsibility on the em- 
ployer for job injuries. Legal re- 
quirements as to how this respon- 
sibility must be met vary from 
place to place. Any firm oper- 
ating abroad must make provisions 
against losses sustained both 
under local Workmen’s Compen- 
sation statutes and in Common 
Law negligence suits instituted by 
employees. 

The Workmen’s Compensation 
laws of many states here are extra- 
territorial and coverage for United 
States benefits on American em- 
ployees is therefore a necessity. 
AFIA’s practice is to provide, 
wherever possible, one policy cov- 
ering all the insureds’ require- 
ments. 

Many businessmen are coming 
to appreciate the value of group 
accident insurance as a means of 
supplementing Workmen's Com- 
pensation benefits and enhancing 
employee relations. 

No informed businessman in the 
United States would dream of 
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conducting his operations without 
first being protected by liability in- 

This exists 
whether 


surance. same need 


abroad a firm is con- 


structing a dam or merely has 
a sales office overseas. If part of 
the operations of a business in- 


volves the export of goods there 
is a need for products liability in- 
surance. Take for example, the 
case of a small Midwest firm mak- 
ing nuts and bolts, some of which 
are used by a manufacturer of 
tractors. The tractors were sold to 
a wholesale distributor in England 
and one of them was bought by a 
farmer. At this point the nuts and 
bolts firm had no apparent foreign 
insurance problem. But one day 
a claim was delivered suing the 
firm for bodily injury to that 
farmer. A faulty bolt in the trac- 
tor was found to have caused an 
accident in which the farmer lost 
a leg. The, compensation proce- 
dures had finally caught up with 
the little nuts and bolts firm, 
which today makes sure that its 
products liability policy is en- 
dorsed for worldwide protection 
instead of just domestic coverage. 

Burglary and fidelity require- 
ments can be met by individual 
policies or by means of a compre- 
hensive form. 

Surety bonding is becoming in- 
creasingly prevalent throughout 
the world. Many countries abroad 
recognize that the basic principle 
of suretyship as we know it, is far 
superior to other guarantee forms. 

A considerable amount of 


marine business which must be 
placed to comply with local laws 
is written through AFIA’s facili- 
ties. In many cases, American 
firms arrange to place the marine 
covers of their foreign subsidiaries 
through AFIA in order to use 
local currency for premium pay- 
ments. Terms, conditions and rates 
are often comparable with the 
coverage that can be written in 
this country. 

Loss settlements are handled 
on the spot by branches and 
claims settling agents throughout 
the world. Depending upon the 
type of risk and policy terms, 
some claims may have to be 
settled in the United States. 

Many of our American accounts 
are jobs which have provided pro- 
ducers and underwriters with the 
satisfaction of being in a really 
creative business. It is important 
to remember that the changes in 
the world’s economies will even- 
tually change your portfolio. It is 
the alert insurance agent who will 
be able to analyze these changes 
and alter his portfolio to his own 
and his clients’ advantage. As a 
salesman I know you will need an 
insurance industry which will 
back you up in your efforts. As 
AFIA’s public relations man I 
pledge our readiness to aid you 
in every way possible, for we need 
more and more pioneers in a 
world in which international in- 
surance can greatly contribute to 
economic stability, better living, 
and even to world peace. 





University of Connecticut College of Insurance, Hartford 


College of Insurance 


Hartford College of 
Insurance begins its 
third decade of service 


to industry 


By WILLIAM T. FISHER 


W ™ the doors swung open 
\ at a stucco and brick Tu- 
dor-style building at 39 Wood- 
land Street, Hartford, Connecti- 
cut, this September, a new 
milestone was reached at the 
University of Connecticut's Hart- 
ford College of Insurance. Found- 
ed in 1939, the College, this fall, 
rounded out two decades of serv- 
ice to the Insurance City and the 
state—a period during which the 
enrollment has soared almost ten- 
fold. 

Insurance education is an ideal 
—not an ideal of the classicist but 
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an ideal of the practical person 
who knows that the liberal arts 
are basic and blessed with no dis- 
cussion who knows, 
too, that somewhere in one’s edu- 
cational experience there might 
well be specialization so that one 
can make his own unique contri- 
bution to a world ravenous and 
demanding of men’s talents, skills 


necessary, 


and special training. 

Insurance does not have all the 
characteristics of the three learned 
professions. The insurance man 
sells and advertises, whereas, tra- 
ditionally, men of the professions 
do not. Insurance does not have a 
crystallized body of accepted eth- 
ics as does law, medicine, and the 
ministry, but its people are guided 
by the codes of good living and 
the spirit of the Golden Rule. In- 
surance is protection. It protects 
the individual, the home, and the 
group. It protects business on 
land and sea. Insurance stabilizes 
our national economy. Without 
this protection and stability very 
little contentment or, indeed, ini- 


tiative would be in evidence. 


- 
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Man has needed assurance and 
insurance since he betook himself 
from the Garden of Eden. Insur- 
ance, then, must also be basic and 
blessed and in fulfilling its pur- 
poses requires professional prep- 
aration. 

In 1939 insurance education 
was not new but the need for it 
was growing. Under the impetus 
of need, a group of men in the 
Greater Hartford Area conceived 
the idea of an insurance college. 
This special group of men saw 
clearly the increasing impact of 
insurance upon all people—upon 
their peace of mind, their health, 
their education, upon all the good 
things of life which insurance 
goes a long way in assuring. 

With this vision the Hartford 
College of Insurance was found- 
ed. The seed was planted in fer- 
tile ground, ground which already 
nurtured many insurance com- 
pany home offices writing practi- 
cally every form of insurance. To 
this rich soil now come countless 
scores of young men and women 
seeking preparation for beginning 
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or advancing their careers in this 
vital field. 

As a private institution the Col- 
lege met the commitments for 
which it was instituted until the 
advent of World War II. When 
the War created a serious prob- 
lem, a solution was found in the 
offer of the University of Connec- 
ticut to assume responsibility for 
the administration and operation 
of the College. By detailed mu- 
tual agreement and with Connec- 
ticut legislative approval the State 
University took control for a pe- 
riod of five years, with the under- 
standing that, if the board of 
trustees were satisfied with the 


results, the University would be 
given title to the property and 
equipment. The trustees formally 


brought this agreement to a con- 
clusion in 1948. 

The College offers work toward 
the Bachelor of Science degree in 
Insurance Administration, courses 
leading to the acquisition of the 
Chartered Life Underwriter and 
Chartered Property and Casualty 
Underwriter professional designa- 
tions, certificate courses and State 
insurance license preparation 
courses. These courses are avail- 
able to men and women who are 
willing to devote much of their 
time to study and whose ability, 
previous education and_ experi- 
ence, as well as strong profes- 
sional or personal motivation in- 
sure that the quality of their per- 
formance will be satisfactory. 

All classes are scheduled in the 
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late afternoon and evening. This 
arrangement permits registrants 
to carry on full-time work. The 
College is operated in complete 
cooperation with the local insur- 
ance companies and boasts a pro- 
fessional staff of insurance leaders 
and UConn faculty members. The 
staff embodies an interesting and 
valuable cross section of execu- 
tives from a wide variety of in- 
surance offices. 

Dean of the College is Lau- 
rence J. Ackerman, also dean of 
the UConn School of Business Ad- 
ministration and a prominent fig- 
ure in local and national insur- 
ance. Serving on the Advisory 
Board are University President 
Albert N. Jorgensen, ex-officio 
member, and a host of distin- 
guished insurance leaders. 

From a limited program and a 
few students in 1939, the Hartford 
College of Insurance, impelled by 
a growing need for professionally 
trained people in business and the 
ever accelerating demand for 
broader and more intensive edu- 
cation in insurance, has expanded 
its activities for a school enroll- 
ment numbering 365 students. 

An eye to the future sees an in- 
creased enrollment, an expansion 
of activities and continued serv- 
ice to the community and to the 
state. Twenty years is a significant 
length of time. The University of 
Connecticut Hartford College of 
Insurance has used its time well 
and is looking expectantly toward 
the next score of years. 
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Auto Tuerts. The latest crime statistics released by the Federal Bureau of Inves- 


tigation show a continued rising trend in automobile thefts. In the five-year 





period from 1953 through 1957, nationwide auto thefts increased nearly 28%. An 
idditional 2.2% increase was reported for 1958. 

Last year over one-half of the dollar value of all property stolen in the United 
States was accounted for by auto thefts. Average value per auto theft: $835. 

The table below shows the relationship between the number of passenger cat 
registrations and the number of auto thefts in the U.S. for the five-year span 1953- 
1957 

Vo. of Percent of Auto 

Passenger Car Vo. of Thefts to Passenger 

Year Registrations Auto Thefts Car Registrations 
(thousands) 

1953 16,422 227 199 
1954 18,461 216 15 
1955 52,136 227 14 
1956 34,201 264 AY 
1957 55,693 290 52 
Jain: 'NSURANCE BY MONTHLY INSTALLMENTS IN JAPAN: This type of business has 
A been transacted for some fifty years in Japan under special plans unparalleled 
to any system in the U.S. or Europe. Three of the twenty Japanese fire insurance 
companies currently in operation are carrying on this type of business. 

Such monthly installment fire policies, generally written for a one-year period, 
have the following distinguishing features: 

1. Twice the premium for ordinary fire insurance is collected to provide for 
“seasonal loading.” Accordingly, to protect underwriters from the insuring of 
property only during the winter season when fire is most liable to break out, 
premiums for the first six months are not returnable. Otherwise, half of the pre- 
mium collected is returned at the time the policy expires. 

2. Monthly installment premiums are collected at the home of the policy- 
holder by an insurance company representative. The cost of collection, considered 
as a service to the policyholder, is somewhat high when compared to the pre- 
miums collected. 

3. Underwriters are, of course, liable for full amount of insurance even within 
a month after accepting a risk on the premium installment basis. 

From 1950 to 1958, the number of fire policies in force in Japan under the 
monthly premium plan has increased significantly from 958 thousand to 2,737 


thousand, or 219%. 
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A Step-by-Step Outline of an Agency 


Advertising Program That Works 


Planned Agency Advertising 


By JOE E. VINCENT 


si ORIENT you on the subject 
of planned agency advertis- 
ing, I must tell you something 
about our agency operation as it 
now exists. This differs materially 
from the agency operation in 
effect when we first began planned 
advertising. 

Although a bit aside from the 
prime subject, it will lead back 
to it; a detailed study of our 
agency operating costs in 1954, 
1955, 1956 and the first nine 
months of 1957 indicated that the 
squeeze was really on the profit 
dollar! 

It was obvious to me that as a 
sole proprietor I had to do one of 
two things to offset that profit 
squeeze—I had to severely reduce 
services and effect a substantial 
cut in expenses, or, I had to in- 
crease my volume materially. 

In such a highly competitive 
business I concluded that it would 
be sheer folly to reduce services, 
so 1 went the other route and 
doubled the size of my agency by 
merging it with one of approxi- 


mately equal size on January l, 
1958. 

Because of this increase in vol- 
ume, we could do several things 
in the field of advertising and sales 
promotion that were not available 
to us before. The words that fol- 
low, pertaining to the planning of 
a program of insurance agency 
advertising, are those which were 
conceived in 1954 for an agency 
of approximately $350,000 volume 
with one producer, and then pro- 
jected into actual performance in 
an agency now approximately 
$750,000 with two producers. Be- 
cause of the effectiveness of the 
program, as it pertains to the 
merged operations after January 
1, 1958, we have concluded that 
our results are so satisfying we 
can now afford to put into the 
field a number of producer-solici- 
tors who can follow up the ad- 
vertising, and produce positive, 
profitable results. This we are 
striving to do. 

Now, let me take you back 
about five years to the fall of 1954, 
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when I was perplexed and dis- 
gusted because of the dollars I 
was throwing away and charging 
to advertising. Regularly, we have 
heard every segment of the in- 
surance profession state they had 


no idea how much good their in- 
surance advertising was doing. 
There was no way to measure it. 
I think this is a realistic problem. 


Aso, we have heard insurance 
people question the true value of 
insurance advertising and honestly 
ask if it does anything for them. 
With these two basic problems in 
mind, our agency, in 1954, decid- 
ed to go into a thorough study of 
insurance agency advertisng and 
determine two things: 

l. Did advertising really have 
value, and 
2. If it did have value, just how 
could our agency realize the 
greatest dollar return for the ad- 
vertising dollar spent. 

In order to proceed, we felt we 
had to evaluate advertising in 
general. This we did. We went 
right down to the basic concepts 
to determine if we even knew 
what was advertising. Much to our 
surprise we learned that we, and 
a great number of our contempo- 
rary agents, were confusing public 
relations, publiciy, good will, 
agency services, and a host of re- 
lated activities with advertising. 
While all of these features of 
agency operations are splendid 
complements to the general over- 
all agency program, they are 


AND SURETY JOURNAL 


November 


things that must be done in addi- 
tion to, not instead of, advertising. 

Thus, we determined that al- 
most in any sense of the term, ad- 
vertising cannot be synonymous 
with something which is done cus- 
tomarily as a part of what is being 
sold. “Personal Service” is part 
and parcel of what the insurance 
agent is merchandising. Obvious- 
ly, all of the advertising in the 
world will not be a substitute for 
this service. Of course, if enough 
money is spent on advertising, 
there will be new business de- 
veloped. How long it stays on the 
book, though, does not depend on 
advertising exclusively, service 
and satisfaction must enter into 
the picture to guarantee this busi- 
ness will remain with the agent. 

Thus, we determined that ad- 
vertising must have a somewhat 
crude designation—we call it a 
“come on’—but its presentation 
must be far from crude to become 
effective. Thus, to get right down 
to the base of our problem, we 
concluded that we must be able 
to recognize the “come on” that 
would do the job we needed 
done. We had to screen out from 
it everything that we were doing 
as a substitute for advertising. 
We realized that we had to identi- 
fy it as a separate commodity for 
which we were going to have to 
spend some money. We conclud- 
ed that every major merchandis- 
ing business in America which 
was succeeding in volume selling 
was employing some form of pro- 
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grammed advertising. If these 
foregoing conclusions were cor- 
rect, we then had to determine 
what we had to merchandise or 
sell, and then try to conclude 
honestly if there were any prac- 
tical “come on” methods that 
would help us sell to our avail- 
able market. 

We learned of a survey that 
had been made of independent 
agents ideas on advertising and 
we studied this survey—it was to 
determine “Is Advertising Worth 
It?” Here are some of the criti- 
cisms and comments that were 
advanced in this survey. One 
agent said, “I believe mass media 
advertising, including direct mail, 
envelope stuffing, and gimmicks, 
are of little or no value to an in- 
dependent insurance agent.” 

Another added, “Even in small 
communities, good insurance com- 
panies can be found by the doz- 
ens. Several agents can furnish 
the client with the same policy, 
in the same company, at the same 
rate. Our business, unlike a retail 
store, is not built upon foot traf- 
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fic; our business is, or should be, 
built on professional standards.” 

One agent asked, “What, then, 
have we to sell? The only thing 
an independent agent has to sell 
is his knowledge of the business, 
his ability to plan an insurance 
program and his ability to service 
that program in all its phases. He 
is not a salesman—he is a con- 
sultant.” 

Another agent concluded: “To 
pay, advertising must bring cus- 
tomers to the advertisers’ place of 
business. The agent's place of 
business is in his prospective cli- 
ents’ home or For these 
reasons, I say advertising, as such, 
is of little or no value to me.” 

After studying the various com- 
ments that came from the survey, 
we concluded that producers who 
advanced thoughts such as these, 
are wrong. 

The insurance agent must be a 
salesman. Even though people 
think they do not like to be sold, 
the successful agent must be the 
type of salesman who is always 
a salesman first, but, in the eyes 


store. 
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of the person or firm he is selling, 
he must appear to be an advisor, 
an consultant, or whatever you 
may choose to call one with a 
reputation for sound business ad- 
vice in a chosen field. We must 
remember that insurance, in the 
minds of many, if not most peo- 
ple, is something of a mystery. 
Because of this—rather than in 
spite of it-many people look to 
their insurance agents not as sales- 
men, but as consultants. We con- 
cluded that if advertising does 
nothing more than make the per- 
son or firm for whom it is aimed, 
want our agency to be his con- 
sultant, then it has accomplished 
its purpose. Yes, advertising 
which makes Mr. Public want to 
buy his insurance from our agen- 
cy because he has heard our 
name knows something about our 
services, or, because we have in 
some favorable way removed 
some of the mystery from insur- 
ance, this kind of advertising is 
sound and we concluded that 
we wanted to pursue it. 


Two further important truths 
were gleaned from our primary 
diggings. We knew that any “half- 


way program in _ advertising 
would be worse that none at all, 
and this we wanted to avoid if 
it were at all possible. Secondly, 
we recognized that if we went 
into a program of advertising, 
it would have to be well-planned. 
Too many agents admit freely 
that their advertising was on a 


hit-or-miss basis. Planning was 
not only necessary to increase our 
effectiveness, but also to save us 
money. 

At the outset, we had hoped to 
be able to call in someone with a 
professional advertising back- 
ground to help us. Unfortunately, 
there are no advertising manage- 
ment firms available to a small 
to medium sized agency in a 
small to medium sized city. As a 
matter of fact, even city agents 
of larger proportions often find 
difficulty in getting a competent 
advertising firm to manage their 
account. Since we had none avail- 
able to us, we decided to do the 
best amateur “professional” job 
we knew. 

From this point on I would like 
to outline the program which 
we planned in 1955 and which 
was employed in 1956, 1957 and 
1958 as it was actually put into 
effect. This is the planned pro- 
gram which the judges for the 
Insurance Advertising Conference 
competition selected as the best 
all-around advertising program 
in the United States for agencies 
of $250,000 premium volume or 
over in 1956 and again in 1958. 

In order to determine what 
kind of an advertising program 
we could employ we literally “tore 
our community and our agency 
apart!” 

Here is what we 
here is that toward which we 
had to work. This information 
was developed from our own sur- 


found and 
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vey of our own community... . Easily accessible to other 
its needs, its facilities; then com- principal Texas cities 
pared with our own agency .. . Houston— 100 miles 
its abilities, its limitations: Waco- 100 miles 
: , 7: Austin— 100 miles 
So, Welcome to Bryan, Texas... rg ee 185 miles 
Here is what you can expect Dallas— 160 miles 
to find in this community: Fort Worth— 175 miles 
POPULATION: ECONOMY, exceptionally well 
Bryan and College Station— diversified among: 
39.870 Educational Institutions 
All of Brazos County—49,500 A & M College of Texas 
GEOGRAPHICAL LOCATION: ee 


, ‘ , Farming 
Designated as East Central The rich Brazos River Valley is offi- 


Texas cially recognized as one of the most 
Excellent trade territory be- fertile land areas in the United States. 
cause largest and most pro- I Ranching _ sae 
: ; iis area of Texas is ranked among 
gressive city in 90 miles the highest for cattle density in the 
radius. state. 
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Manufacturing 
This area has benefited from the de- 
centralization of many nationwide 
industries. These products are among 
those manufactured: 
Furniture (International Furniture 
Company) 
Chemicals (Pennsylvania Salt Man- 
ufacturing Company) 
Rubber (International Shoe Com- 
pany) 
Aluminum (Alenco Manufacturing 
Company) 
Commerce 
Four progressive Banks 
City National Bank 
College Station State Bank 
First National Bank 
First State Bank and Trust Com- 
pany 
[wo progressive savings and loan 
issociations 
Bryan Building and Loan Associa- 
tion 
Community Savings and Loan As- 
sociation 
Area is base of operations for 562 
district sales representatives traveling 
East Central Texas out of Bryan- 
College Station community 
Bank de posits 11% above average 
tor state 
Retail sales down 8% over previous 
year This is direct result of the 
closing of Bryan Air Force Base in 
June 1958 
TRANSPORTATION 
Railroads 
Southern Pacific Lines 
Missouri Pacific Lines 
fir Lines 
Continental Air Lines 
Trans Texan Air Lines 
Bus Lines 
Greyhound 
Continental Trailways 
Others 
Highways 
North-South, State Highway No. 6 
East-West, State Highway No. 21 
and U.S. Highway No. 190 


Pipelines 

Sinclair 

NATURAL RESOURCES 

Natural gas _ production 
(No oil produced in this 
country ) 

That pretty well sized up the 
community—Now how does your 
agency “check out” when com- 
pared with it? 

So, welcome to Mitchell-Vincent 
Company. 

Here is what you can expect to 
find in this agency: 

A partnership composed of: 

W. C. Mitchell—age 59—36 
years of experience in local 
agency business in Bryan. A 
specialist in life insurance. 

Joe E. Vincent—age 42—21 


years experience both in com- 


pany and agency segments of 
profession. ACPCU specializing 
in property and casualty lines. 


Agency office staff of 9 are ex- 
ceptionally well trained. 
Agency sales force consists of 
two partners. 
Companies represented by 
agency : 
Aetna Fire Group—since 1873 
American Insurance Group—since 
1946 
America Fore-Loyalty Group—since 
1923 
Commercial Union Group—since 1927 
Fidelity & Deposit Company of Mary- 
land—since 1932 
Fund Insurance Group—since 1923 
General Accident Group—since 1947 
Hartford Fire Group—since 1875 
Home Insurance Group—since 1914 
La Provincial—since 1948 
London Group—since 1938 
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New Amsterdam Casualty Company 

—since 1952 

Ohio Farmers Group—since 1957 

Phoenix Connecticut Group — since 

1933 

Royal-Globe Group—since 1908 

Saint Paul Group—since 1952 

Southwestern Life Insurance 

pany—since 1923 

Southwestern Fire & Casualty Com- 

pany—since 1949 
United States Fidelity & Guaranty 

Company—since 1922 

Adequate capacity for virtually any 
line we consider potentially profitable 
for our companies. 

Agency located in central down- 
town Bryan—209 South Main Street 
—corner of Main and 27th Streets, 
with ground floor location. 

Modern air conditioned office 
completely remodeled and re- 

decorated in January 1958. 


Com- 


Agency business analysis and 
resulting opinions. 

Majority of accounts are from 

individual sources—yet there is 


no controlled business, mort- 
gage or otherwise. 

Agency has established favor- 
able balance among dwelling 
fire, commercial fire, personal 
casualty and life accounts. 

Agency has avoided produc- 
tion of individual hospitalization 
and health accounts. 

Agency maintains conserva- 
tive reputation with aggressive 
sales approach. 

Prior to 1956 the agency had 
never conducted a sustained, 
organized and planned program 
of advertising. 

What was the conclusion of this 
Community-Agency Survey? 
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We concluded that if we went 
into advertising our program 
would have to be aimed at 
maintaining the balance of busi- 
ness already achieved. The goal 
would have to be an increase in 
volume of quality premiums 
only. 

Next we studied available ad- 
vertising media. 
Analysis: 
Newspapers 
Bryan Daily Eagle—published daily 
circulation ABC, 7,900. 
The Battalion — published 
weekly—no audited circulation— 
a student publication of A & M 
College of Texas. 
Radio 
250-watt KORA — with 
range limited to county. 
1,000-watt WTAW-—with effective 
range of 100 miles. 
Television 
KBTX TV—highly effective with a 
viewing audience of 30,000 
homes in 1956. This has swelled 
in 1959 to 47,000 homes in the 
viewing area. 
Outdoor Advertising 
Usual space available. 
Conclusions: 

We would confine our news- 
paper ads to the Bryan Daily 
Eagle as the Battalion was pri- 
marily a student publication and 
we were not seeking student 
business. 

We would use KORA pri- 
marily as we were not interested 
in going beyond county at this 
time. Rates were lower at KORA 
because of limited range. 

Initially we would avoid use 
of TV because of the expense. 
We changed our thinking on 


semi- 


affective 
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this in 1958, and have really 

concentrated on it since then. 

The actual means of arriving at 

this will be discussed later. 

Establishment of budget for pro- 
gram. 

Trade journals were scoured 

. varied recommendations were 
found. 

Advertising departments of 
our companies were contacted 
and their recommendations con 
sidered carefully. 

It was concluded that ap 
proximately 1% of our agency 
gross premiums should be spent 
on successful advertising pro- 


gram. 
$3,000 was budgeted to be 
spent on the various media dur- 


ing 1956. $7,000 was budgeted 
to be spent in 1959. 
Establishment of the general 
advertising plan. 
Selection of advertising 
themes 
Emphasis should be placed 
on age of agency. 
“Braszos County’s Leading Insur- 
ance Agency since 1873” 
“Bryan and College Station's Pio- 
neer Insurance Institution” 
“Serving Central Texas’ Insurance 
ind Bonding Needs for 86 years” 
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Emphasis on the location of 
the agency. 

“The Downtown Agency” 

“At Main and 27th Streets in Down- 

town 3Sryan” 

‘The Insurance Center of Central 

Texas” 

Emphasis on a constant and 
consistent reptitious theme. 

“Yes, friends, year in and year out, 

you will do well with Mitchell- 

Vincent Company.” 


“Ground Rules” for 
advertising 


Continuity must be maintained 
in all media selected. 

Regularity and consistency 
must be maintained. 

Highest ethical standards 
maintaining in all advertising 
pursuits. 

Points advertising will stress. 

Age of Agency 

Agency Integrity 

Agency “know-how”—competence 

An Independent Agent—We dis- 
play the Big “I” 

Strength of companies represented 
Capital Stock Companies ONLY 
Availability of Services—24 hours a 
day, 7 days a week 


How have we used the various 
media over these past few years? 


The second, and concluding, installment 
of the above article will be published in the 
January, 1960 issue of THe CasuALTY AND 


SURETY JOURNAL. 





ublications 





Copies may be obtained by 
writing to: Accident Prevention 
Department, Association of 
Casualty and Surety Companies, 
60 John Street, New York 38. 





*Available in quantity only through 


member companies 

1-49. Your Guide to Safety as a Retail 
LP-Gas Delivery and Serviceman—Covers 
the transportation of LP-Gas, fire con- 
trol, handling of cylinders, storage-con- 
tainer filling, “out-of-gas” calls, regulator 
freeze-ups and house trailer systems. 
Also outlines precautions to be taken 
in installing LP-Gas systems for domes- 
tic and small commercial consumers, and 
discusses permanent storage containers, 
bottled gas and piping. 28 pp., 3%” x 
54”. $2.40 per 100 copies. 


I-14. Office Building Safety Instructions 
—Designed for all building personnel in- 
cluding electricians, engineers, elevator 
starters, operators and mechanics, por- 


cleaners and painters. 


ters, window 


Emphasizes the safety of employees, 


aad nur 


tenants and visitors. 24 pp., 34” x 5%”. 


$3.05 per 100 copies. 


°*I-21. Your Guide to Safety as a Laun- 
dry Employee—Covers safe practices in 
receiving rooms, maintenance and stor- 
age operations and other typical laundry 
processes. Deals with machinery hazards 
and elevator operations, and includes 
special rules for driver salesmen and dry- 
cleaning workers. 20 pp., 3%” x 5%”. 


oO = 


$2.55 per 100 copies. 


°1-27. Your Guide to Safety in Mercan- 
tile Establishments—Outlines safe prac- 
tices for retail store employees. Covers 
elevators and escalators, receiving, pack- 
ing and shipping, storage, maintenance 
and other typical mercantile shop oper- 
. $2.20 per 100 


ver =v 


ations. 25 pp., 3%” x 5% 


copies 


1-139. Before Disaster Strikes—A guide 
for the control of industrial plant disas- 
ters, with specific information on the 
more serious disasters such as fire, floods, 
wind storms and bombing. Covers the 
duties and training of personnel, com- 
munications, shelters, fire control, and 
other basic elements of program plan- 
ning and administration. 24 pp., 6” x 9”. 
10¢ per single copy or $8.95 per 100 


copies. 


1-110. A Safety Guide for Hotels—A 
management guide for program plan- 
ning and for creating and sustaining in- 
terest in the program. Deals with the 
value of investigations and 
analysis, duties of personnel, first aid, 
safety committees and meetings, and 
other basic elements of the accident 
control program. Includes a suggested 
reporting form for physical plant inspec- 
tions. 16 pp., 5%” x 8%”. 5¢ per single 
copy or $4.75 per 100 copies. 


accident 
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Bail Bonds. In New Castle, Pa., a man 
on his way to bail out his brother who 
had been 
urrested for speeding 
Convicted of hit 
El Centro Cal 
didn't know 

Nervous Foot. 


jailed for speeding, was 
Strangers. 
ind-run driving, an 
man explained: “I 
inv one in the other car” 


Arrested in El Paso 


for stealing a car 1,125 miles away in 
New Orlk ins 


car started ac« 


1 man explained that the 
identalls 


until he reached El 


and he was too 


nervous to stop if 
Compass Point. A 70-vear-old 


fl igged 


Paso 
Chi wo 


down at 


motorist was finally 
Ohio 
in which he swerved along at 90 mph 
told 


road map I wanted to see where I was 


Swanton ifter a chase 


“IT was reading my 


irresting cop 


going 


... BURGLARY AND THEFT 


Juvenile Club? In Milwaukee, before 
the detective arrested a 19-year-old he 
was chasing on suspicion of burglary, 
the boy shouted: “You can’t shoot me. 
I'm a teen-ager” Scene Stealer. 
In Noblestown, Pa 


$75 


a man suspected 
from the post office, 
the posse that 
hunting him Full Quarts. When 
burglars held up a liquor store owner 
and invited the half 


a dozen customers in the store to help 


of stealing 


was discovered In was 


in Compton, Cal., 


themselves, customers and crooks alike 


marched out with their arms full. 


Fit 


fire instruction signs 


parliament building in 


Fall. New 


nine-story 


Free 
In a 
Bonn, West Germany, read: “It is for- 
bidden to jump out of top-floor win- 
authorization of profes- 
Attic Cleaners. 


dows without 
sional fire brigade” 
In Salt Lake City, 


housewife to catch 


summoned by a 
a prowler, police 
fired two tear gas shells into her attic, 
set the after 


inspection of the charred wreckage re- 


whole second storv afire, 


ported: “No prowler.’ 
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